Globalization and Offshoring of Software Revisited
In 2003-2004, the computing community in the U.S. suddenly realized it had lost its "monopoly" on software. India's IT industry had been growing at an exponential rate for a few years by then, driven by offshoring and outsourcing of IT services. Alarming reports by consulting firms predicted the migration of millions of jobs. The political response to the news was quite shrill, referring to "Benedict Arnold CEOs." Grim jokes circulated about the U.S. offshoring the President's job. Parents and students became convinced the IT field had no future. U.S. computing enrollments, already hammered by the dot-com and telecomm crashes, took another dive.
In response to these concerns about the viability of computing as a field of study and work in developed countries, ACM Council commissioned in 2004 a Task Force to "look at the facts behind the rapid globalization of IT and the migration of jobs resulting from outsourcing and offshoring." The Task Force, co-chaired by Frank Mayadas and myself, with the assistance of William Aspray as Editor, was convened in late 2004 and issued its report in February 2006. See http://www.acm.org/ globalizationreport/ Do the insights produced by the report still ring true four years and a major economic crisis later? To me, the most fundamental insight is that offshoring is just a symptom; the underlying phenomenon is the globalization of computing. Globalization is driven by trade policies, by the evolution of work and business processes, and by IT itself. The dramatic drop in communication costs means that labor can now be viewed as a tradeable good, just as containerization and air freight reduced shipping costs and increased global trade.
There is no doubt that many people in developed countries lost their jobs to offshoring. Indeed, some categories of jobs, for example, call centers, have migrated more than others. Yet, there is no evidence that offshoring had a measurable impact on aggregate IT employment in developed countries. U.S. employment and wage data showed complete recovery from the dot-com and telecomm crashes by 2005. The report pointed out that once we ignore the many biased and hyped reports and concentrate on concrete data, there is no reason to believe that IT jobs are migrating away.
After the report's release, many people asked me for a "one-bit answer": Is offshoring good or bad? Of course, this is not a meaningful question. Good for whom? Undoubtedly, trade contributes to economic growth and greater wealth. Offshoring pulled tens of millions of people out of poverty in India, and that is surely a good thing. But economists admit that "Trade gains may be distributed differentially," meaning some individuals gain and some lose; some localities gain and some lose. Globalization leads to enhanced competition, and technology leaders risk losing their current dominant position. IT is now a truly global field, business, and industry. Between 1980 and 2000, the market share of the top-five software firms dropped almost 30%.
The bottom line, therefore, is one of a thriving computing field, with projections of continued growth for years to come. The difference is the field is now global, and so is the competition. Such competition is moving up the skill ladder. Companies, including start-ups, are learning how to access and use higher skill levels in developed countries. We are seeing new research labs and increasing national research investment in India and China. We are also seeing an increase in the total worldwide investment in research and a wider distribution of research activities around the world. These are all signs of a thriving global field, with intense global competition.
Can offshoring be ignored? Absolutely not! We must continue monitoring employment and wage trends, as well as global R&D trends, to assess its ongoing impact. To stay competitive in a global IT environment and industry, countries must adopt policies that invest in R&D and foster innovation. Policies that improve a country's ability to attract, educate, and retain the best IT talent are critical. Education is a primary means for both developed and developing countries to mount a response to offshoring so their work forces can compete globally for IT jobs. 
